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Section A: Executive Summary 


This report evaluates 62 existing state and local incentive programs in Missouri 
established over the last three decades to improve the economy and quality of life in our 
communities. The programs include those administered by the Missouri Department of 
Economic Development (DED), the Missouri Development Finance Board, the Missouri 
Housing Development Commission and political subdivision of the State. The reviewed 
programs are directly related to community and economic development activities. 


These programs have been created with numerous intended results by gubernatorial 
administrations and legislators since 1977, when the earliest program — the Neighborhood 
Assistance Tax Credit — was created. The funding methods include tax credits, general 
revenue appropriations for loans or grants, tax diversion, tax apportionment, exemptions, 
abatements, and new taxes or assessments. 


The total cost to the State in Fiscal Year 2005 of all 62 programs covered by this report 
was $295 million, not including the local development programs and state tax 
exemption/apportionment programs for which data is not readily available. 


The measurable benefits of these programs are in three categories: 

1. Programs that directly impact the economy (create/retain jobs, create new 
state/local taxes, and create new private investment); 

2. Programs that indirectly impact the economy (improve the quality of life in a 
community, provide affordable housing, provide necessary community services, 
and others); and 

3. Programs that directly and indirectly impact the economy (reduce blighting 
conditions by facilitating redevelopment, and facilitate worker training). 


In April 2005, Governor Matt Blunt assigned Department of Economic Development 
Director Greg Steinhoff to: 


e Evaluate state and local incentives that relate to small business development, seed 
or venture capital, industry specific programs, competitive projects, infrastructure 
development, community development, redevelopment, workforce development, 
and affordable housing development to determine if they are effective, efficient, 
fair and consistent; and, 


e Recommend necessary improvements, both administrative and legislative, and the 
rationale thereof. This may include the modification or elimination of existing 
programs, creation of new programs, combination of programs, or maintenance of 
programs. 


In April 2005, Director Steinhoff appointed a committee for the purpose of making such 
recommendations to the Governor. The members of the Committee are: 


e Mike Downing, Committee Chair, Director of Promotions, DED Division of 
Business and Community Services 

e Jay Burchfield, President, Wilgate Development, LLC, Columbia 

e Amy Deem, Manager, DED Division of Workforce Development 

e Judy Gehrke, Manager of Finance Programs, DED Division of Business and 
Community Services 

e Brian Grace, Director of Policy, DED 

e Sallie Hemenway, Director of Operations, DED Division of Business and 
Community Services 

e Terry Maglich, Project Manager, DED Division of Business and Community 
Services 

e Dan Mehan, President, Missouri Chamber of Commerce (assisted by Jeff Craver) 

e Mike Mills, Deputy Director, DED 

e Robert Miserez, Executive Director, Missouri Development Finance Board 

e Rob O’Brian, President, Joplin Area Chamber of Commerce and Immediate Past 
President, Missouri Economic Development Council (assisted by Ray McCarty, 
MEDC governmental affairs consultant) 

e David Queen, Gilmore & Bell, P.C. (MDFB legal counsel and Special Counsel to 
DED), Kansas City 


The Committee first met on April 26, 2005, to discuss the formulation of the review 
methodology and criteria. On May 6, a draft review methodology was posted on DED’s 
website for public comment. A statewide news release and an article in the DED e- 
newsletter Missouri Focus notified the public of the availability of the draft and comment 
period. Numerous comments were received and distributed to the Committee for 
consideration at its meeting of May 18. At the Committee’s next meeting on May 25, the 
review methodology was finalized and the evaluation began. Additional meetings were 
held on June 7 and July 1 to complete the evaluations and recommendations. On July 14, 
Chairman Downing discussed the activities of the Committee to the Joint Committee on 
Tax Policy in Jefferson City. The Committee met to finalize the report on November 21, 
2005. On November 22, the final report was submitted to Director Steinhoff. 


A summary of the recommendations is below: 


























Program I erefoyanvanteraveccrel Impact to Annual 
Action Caps 
Small Business Development Programs 
Rebuilding Communities Tax Credit Combine - $8 million/yr 
Loan Guarantee Fee Tax Credit Delete - $100,000/yr 
CDBG Action Fund Loan Improve None 
CDBG Loan Guarantee Delete None 
Urban Enterprise Loan Delete None 
Business Incubator Tax Credit Combine - $500,000/yr 
Wine and Grape Growers Tax Credit Improve None 












































































































































Film Production Tax Credit Delete - $1.5 million/yr 
Charcoal Producers Tax Credit (Sunsets) None 
Mutual Fund Apportionment Maintain None 
MO Rural Economic Stimulus Act Improve (see MODESA) 
Capital Access Maintain None 
Seed/Venture Capital Programs 
Certified Capital Companies Tax Credits Maintain None 
Capital Tax Credits Maintain None 
Seed Capital Tax Credits Maintain None 
New Enterprise Creation Tax Credits Maintain None 
Competition Project Programs 
BUILD Bonds/Tax Credits Improve None 
Missouri Quality Jobs Improve + $12 million/yr 
Development Tax Credit Improve None 
Enhanced Enterprise Zone Credits Maintain None 
CDBG Interim Financing Loan Maintain None 
Sales Tax Exemption, Manufacturing Maintain None 
Equipment 
Inventory Property Tax Exemption Maintain None 
Chapter 100 Bonds/Tax Abatement Improve None 
CDBG Industrial Infrastructure Grant Maintain None 
Affordable Housing Programs 
Affordable Housing Credit Maintain None 
Low-Income Housing Credit Maintain None 
CDBG Open Cycle Housing Grant Combine None 
CDBG Low Income Housing Match Grant Combine None 
Community Development Programs 
Neighborhood Assistance Program Tax Credit Combine + $6 million/yr 
Family Development Account Tax Credit Delete None 
Community Development Corporation Grant Delete None 
Community Development Bank Tax Credit Maintain None 
Youth Opportunities Program Tax Credit Combine - $6 million/yr 
Public Purpose Infrastructure Programs 
MDFB Contribution Tax Credits Maintain None 
MDFB Bond Guarantee Tax Credits Improve + $25 mil. (one-time) 
CDBG Community Facility Grant Maintain None 
CDBG Other Public Needs Grant Combine None 
CDBG Emergency Grant Maintain None 
CDBG Water and Wastewater Grant Combine None 
CDBG Engineering Plans and Specifications Combine None 











Neighborhood Improvement Districts (local) Improve None 














Community Improvement Districts (local) Improve None 
CDBG Speculative Building Loan Combine None 
CDBG Bridge, Street, Drainage Grant Combine None 
Transportation Development Districts Improve None 





Redevelopment Programs 






































CDBG Downtown Revitalization Grant Improve None 
Urban Redevelopment Corp. (353) (local) Improve None 
CDBG Neighborhood Development Grant Delete None 
Neighborhood Preservation Tax Credits Improve None 
Brownfield Remediation Tax Credits Combine None 
Brownfield Jobs/Investment Tax Credits Combine None 
Brownfield Demolition Tax Credits Combine None 
Historic Preservation Tax Credits Maintain None 
MODESA (Downtown Economic Stimulus Improve -$82 million/yr cap 
Act) 

Downtown Preservation Improve None 

State Tax Increment Financing Improve + $18 million/yr cap 
Local Tax Increment Financing Improve None 





Worker Training Programs 























New Jobs Training Bonds Improve None 
Retained Jobs Training Bonds Improve + $30 mil. (one-time) 
DESE Customized Training Combine - $2.8 mil/year 
DWD Customized Training Maintain + $2.8 mil/year 





Net Expected Fiscal Impact of Recommendations: 
e Annual cap reductions: $62.1 million. 


e One-time cap increases: $55 million* ($25 million is for the MDFB Bond Guarantee 
Credit, which is a reserve fund for defaults of bonds for public infrastructure 
projects. Historically, the amount of tax credits actually issued has been less than 
4% of the total amount of authorized tax credits, only a small portion of this amount 
will likely be issued, and if so, not for several years. $30 million is for the Retained 
Jobs Training Bonds, which represents the maximum amount of bonds that can be 
outstanding for all projects. The annual amount to service the bonds, which is 
derived from the diversion of the withholding tax of the retained employees, depends 
on the term and interest rate of the bonds.) 





Section B: Program Information 


The following information has been developed for the state and local programs applicable 
to the study, and detailed in Appendix A: 


Administering agency. 

Eligible areas. 

Program type (tax credits, appropriations, etc.). 

Funding source. 

Annual or cumulative cap per program. 

Funding level (past fiscal year, current fiscal year, and obligations for future 
years). 

Maximum years of program benefit. 

Maximum program amount per project. 

Maximum percentage of program to total project cost. 

Maximum program amount per job (if applicable). 

Type of approval process. 

Whether a but-for test is required for approval. (Need-based, competition, or 
return on investment (ROI required as a condition of approval.) 

Whether an application must be approved by DED prior to the 
announcement/commencement of the project. 

Purpose of the program. 

Eligible use of program funds. 

Eligible types of projects. 

Other important eligibility features of the program. 

For tax credit programs, limitations upon use of the tax credits (carry forward, 
carry back, sellable, refundable, expiring, etc.) 


Section C: Expectations of Customers, 
Taxpayers and Budget Officials 


In determining whether incentive programs are effective, it is important to consider the 
expectations of key participants — customers, taxpayers, and budget officials. The 
Committee has considered the following expectations in evaluating the programs with the 
goal of proposing changes if programs do not meet these expectations. 


e Customers Expect: 


O 
O 


Fair access to programs for eligible projects. 

Clarity and consistency of eligibility, application processes, funding 
procedures, and post-award reporting. Clarity and simplicity of the 
application process will also result in less errors and a more timely response. 
A single and consistent point of contact. 

Easily accessible application process, with all application/guideline 
information by several means (hard copy, email, disk, web). 

An efficient program, such that it does not require unnecessary legal, 
accounting, or other outside professional guidance. (Some level of 
professional expertise will be necessary for complex situations.) 


e Taxpayers Expect: 


O 


oO 


Results that would not likely have been achieved “but-for” the use of the 
program. 

That funding is minimized to efficiently produce the intended results. 

That the results will have a significant impact on the state/local economy, or 
have a significant impact on the improvement of the quality of life for 
Missourians. 

That the results and users of the programs can be properly tracked to ensure 
accountability. 

Maximum efficiency. 

Fair and open awarding of funds. 

Full accountability. 


e State Budget Administrators Expect: 


O 
O 
oO 


Reasonable predictability of annual funding. 

Maximum efficiency. 

Results that would not likely have been achieved “but-for” the use of the 
program. 

Full accountability. 


Section D: Evaluation Methodology and Criteria 


Since there is a significant diversity in the purpose and results of the programs that are 
covered in this report, it is not possible to evaluate a program based upon a single test. 
Many of the programs were not designed to directly impact the state or local economy or 
tax base. A fiscal benefit evaluation would not measure the intended result. In addition, 
for programs that are expected to directly impact the economy, a cost/benefit evaluation 
by itself can be misleading. Given the diverse nature of the programs, the Committee has 
evaluated each program using the following criteria: 


e Effectiveness: 

o The degree the program achieves its stated purpose. 

o The degree to which the program creates an ongoing self-sustainable 
activity or operation. 

o The degree the results of the program would likely have NOT been 
achieved “but-for’” the funding of the program. 

o The degree the results could be significantly increased if additional 
funding were available. (If the program has no statutory maximum, these 
criteria would not apply.) 

o The degree the program does not duplicate other programs and funding 
sources (federal, state or local). Programs intended to supplement other 
programs would not be considered redundant. 

o The degree the program is flexible to adapt to unique but highly beneficial 
needs. 


e Efficiency: 

o The degree that the amount of indirect costs (of the administering agency 
and the beneficiary), relative to the amount of benefit derived from the 
program, are reasonable. Procedures that add to the costs but are deemed 
unnecessary will be rated lower. Legal and other professional costs should 
be minimized except where absolutely necessary. 

o The degree the definitions, application processes, reporting requirements, 
and other procedures are consistent with other related programs, and in the 
most effective method. 

o The degree there is unnecessary complexity in the program. This is 
somewhat related to the unnecessary costs and inconsistent procedures 
above, but is designed to capture other issues, such as need for outside 
professional assistance, not otherwise addressed. 

o The degree that turn-around time from application to approval and funding 
is reasonable. Programs that require the approval of boards or 
commissions should be structured where the approval process is 
streamlined and predictable. 

o The degree that the program provides for adequate accountability. 


e Fairness: 


o The degree the basis for approval, and the amount thereof, for the program 
is the recommended method for this type of program. (See Section E.) 

o The degree that the opportunity to access the program is equitable, 
geographically and otherwise. 

o Ifthe program has discretionary approval, the degree the approvals are 
consistent with clear program guidelines. 


e Impact: 
o Programs designed to directly impact the state/local economy or tax base: 
The Committee favors programs that: 

e Impact traded companies (companies that primarily sell outside the 
region); 

e Impact higher quality companies (companies with wages above the 
average wage, provide health benefits, and are in growing 
industries); 

e Are responsive to current and projected economic trends; and 

e Are of a magnitude to have a significant long-term impact relative 
to the size of the community. 


o Programs designed to indirectly impact the economy (improve the quality 
of life in communities). The Committee favors programs that: 
e Impact the most critical or basic needs of a community — basic 
infrastructure and the reduction of severe blighting conditions; and, 
e Are of a magnitude to have a significant impact relative to the size 
of the community. 


Recommendation: Based upon the foregoing factors, the Committee assigned one or 
more of the following recommendations: 
e Maintain: No changes needed. 
e Improve: Some revisions are needed. 
e Combine: The program should be combined with one or more other programs. 
e Delete: The program should be deleted. 
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Section E: Evaluation Criteria of Program Categories 


The following criteria were used to evaluate effectiveness, efficiency, and fairness of the 
program relative to consistent standards. As used herein, the term “quality jobs” 
generally means that the jobs are above the average wage for the area and provide health 
insurance benefits. The term “traded companies” generally means businesses that 
primarily sell outside the region, such that new money is brought in to the region and is 
providing a larger economic stimulus. 


The Committee has grouped programs into three categories for the purposes of evaluation 
— Economic Benefit Programs, Quality of Life Programs, and Hybrid Programs — to 
ensure a consistent comparison. Within each category, there are sub-groupings of 
programs of a similar purpose in order to determine if there is duplication or 
inconsistencies. 


Economic Benefit Programs: Programs designed to directly impact the state/local 
economy or tax base. 


The key results desired by this category of programs are new/retained jobs (preferably 
quality jobs), new private capital investment, number of projects, and net state fiscal 
benefit (which is the amount of new direct and indirect taxes created over a certain 
time period, less the amount of state costs involved in the project). State fiscal benefit 
is primarily impacted by high wage new jobs in traded companies, which mostly 
impact state income and sales taxes. Since the state does not have a property tax, the 
level of new investment affects the state fiscal benefit only slightly; but, it does have 
an impact on how long the company will be operational and the degree new 
technology affects the future of that facility. 


Local fiscal benefit is impacted by new capital investment (e.g., real estate) and new 
employment since the primary sources of local revenues are property and sales taxes. 
Personal property, while significant, depreciates 15-20% per year to a floor of about 
30%, depending on the type of assets. The most significant taxing entity involved in 
property taxes is school districts, which often account for approximately 70% of 
property tax revenues. 


New retail sales are a major source of state and local sales tax; however, the amount 
of new retail sales is difficult to measure. Certain sales “displace” current retail sales 
in the same market and/or in the state. Also, a significant percentage of retail 
employment provides below average wages and often offers few, if any, benefits. 
DED has pursued a strategy of targeting incentives and marketing efforts in higher 
technology businesses in growing industries that will result in higher wage jobs, 
better employee benefits, and the potential for future growth. 


Small Business Development Programs: Programs that are designed to 


supplement private debt and equity funding to assist the growth of new or 
expanding businesses. These companies generally have fewer than 100 existing 
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employees, 
companies. 
e 


with the exception of technology life sciences and high growth 


Recommended results measure: New/retained quality jobs, net state 
fiscal benefit, number of projects, new private capital investment. 
Recommended funding method: Gap financing of either subordinated 
loans or loan guarantees, limited to state fiscal benefit. 

Recommended approval method: Discretionary approval by DED or 
an independent entity that has expertise in such projects based on 
likely success of the company (based on quality of management, 
industry growth, financial analysis, and other factors), amount 
requested relative to projected benefit, net state fiscal benefit, leverage 
of non-state funds, and need for funds. 

Coordinated with: United States Small Business Authority (SBA) and 
United States Department of Agriculture programs, which are the most 
prolific source of public sector assistance for small businesses, and 
local banks. 


Seed/Venture Capital Programs: Programs that are designed to supplement 


private 
technol 
e 


funding to facilitate the growth of start-up or early stage 

ogy/life science/high growth companies. 

Recommended results measure: new/retained quality jobs, net state 
fiscal benefit, number of projects, new private capital investment. 
Recommended funding method: Gap financing of an equity 
investment in the company, limited to state fiscal benefit. 
Recommended approval method: Discretionary approval based on an 
analysis by an independent consultant with expertise in such projects 
projecting likely success of the company (based on quality of 
management, industry growth, financial analysis etc.), amount 
requested relative to projected benefit, net state fiscal benefit, leverage 
of non-state resources, and need for funds. 

Coordinated with: private sector venture/seed capital firms and related 
SBA programs. 


Competitive Project Incentives: Incentives designed to compete with other states 





for higher impact projects. Such projects should include only traded companies 
that pay above area median wages while providing health benefits. Additional 
consideration should be provided for projects in communities that provide local 
incentives relative to the amount of new local revenues. 


Recommended results measures: new/retained “quality” jobs, net state 
fiscal benefit, number of projects, new private capital investment. 
Recommended funding method: direct subsidy to the company, 
limited to state fiscal benefit. 

Recommended approval methods: first come first served, or formula 
based for high impact projects. In highly competitive situations 
involving very large projects, discretionary approval by either DED or 
a qualified board based on (i) amount requested relative to benefit, (11) 
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state fiscal benefit, (ii1) leveraging of non-state resources, including 
local incentives, (iv) targeted industry, (v) economic distress of area, 
(vi) level of competition by another state, and (vii) probability of 
success of the project. 

e Coordinated with: local agencies, utilities, and federal funds 
attempting to attract the project. 


Quality of Life Programs: Programs designed to improve the quality of life in 
communities and indirectly impact the economy. 


These programs provide are a diverse set of resources that affect non-profit groups, 
for-profit developers, public entities, and individuals with the broad goal of 
improving the quality of life ina community. These programs were not designed to 
primarily create a state fiscal impact, although there would be some created in most 
cases. The infrastructure and community development programs are designed to 
correct or prevent health or safety problems relating to public facilities, provide or 
encourage services provided by public entities or non-profit organizations, and/or 
improve the quality of life in communities in cases of deficient facilities or services. 
To the extent possible, these programs should reward entities that have planned for 
adequate maintenance and have demonstrated good management practices. The 
affordable housing programs are designed to provide a subsidy necessary for private 
developers to construct an adequate supply of housing for persons that are not able to 
afford market rate housing. 


Public Infrastructure Development Programs: Programs that are designed to 
supplement funding to communities unable to provide complete funding for the 
development of critical public facilities that will facilitate a significant or 
otherwise important level of development or redevelopment or provide an 
acceptable level of public services due to inadequate infrastructure. 

e Recommended results measures: number of projects, number of 
persons benefited, or leverage of other resources. 

e Recommended funding method: supplement funding to the 
community in such an amount they are unable to provide for necessary 
costs. 

e Recommended approval methods: competitive selection based on 
need for funds, high impact projects, economic distress of area, 
community support, financial capacity of the community, projected 
future development caused by the project, and probability for success. 

e Coordinated with: federal funds or community funding programs. 





Affordable Housing Development Programs: Programs designed to supplement 
funding of developers or community agencies that develop affordable housing for 
lower-income persons. 
e Recommended results measures: number of projects, number of 
lower-income persons benefited, or leverage of private funds. 
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Recommended funding methods: bridging estimated gap in 
conventional financing, verification costs are reasonable and 
necessary, and the probability the project will have a high impact. 
Recommended approval methods: competitive or criteria based 
selection based on need for funds, high impact projects, economic 
distress of area, amount or degree of private sector risk, leverage of 
other funds, and probability for success. 

Coordinated with: federal programs, private developers and local 
housing authorities. 


Community Development Programs: Programs designed to facilitate private 
funding to community-based agencies to improve the quality of life ina 
community. 


Recommended results measures: number of projects and number of 
persons benefited. 

Recommended funding method: supplement funding to the 
community agency in such an amount they are unable to provide for 
necessary costs. 

Recommended approval methods: competitive or criteria based 
selection based on need for funds, high impact projects, community 
support, financial capacity of the community, economic distress of 
area, and probability for success. 

Coordinated with: local non-profit and community based agencies, 
applicable federal funds, private foundations. 


e Hybrid Programs: Programs designed to both improve the state/local economy 
and quality of life for Missourians. 


Redevelopment Programs: Programs that supplement private funding and local 
incentives to eliminate blight, increase the state/local tax base, and create new 
jobs and/or residential development in underserved/distressed areas. 


Recommended results measure: New residential and commercial 
units, net state and local fiscal benefit, number of projects, new private 
capital investment, leverage of other funding, new private capital 
investment of nearby property due to redevelopment of subject 
property. 

Recommended funding method: Bridging estimated gap in 
conventional or other public financing based on (i) minimum 
requirements for qualifying for public or private mortgage financing, 
(ii) project capital costs are reasonable and necessary, and (iii) 
developer costs and project soft costs are reasonable and necessary, 
and the project has a high impact. 

Recommended approval methods: competitive or criteria based 
approval based on need for funds, priority/high impact projects, public 
sector contribution and/or private risk, stimulation of other 
development, economic distress of area, and probability for success. 
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e Coordinated with: applicable federal programs, local redevelopment 
programs, private developers. 


Worker Training Programs: Programs that are designed to supplement the 
funding of companies that improve the skills of new or existing workers, 
primarily in traded companies that pay reasonable wages with insurance 
benefits and will improve the wages and future job potential of the trainees. 
Such skill improvements are of critical importance to companies, especially in 
higher technology industries. 

e Recommended results measures: new/retained quality jobs, net state 
fiscal benefit, number of projects, number of persons completing 
training that increases their salary. 

e Recommended funding methods: direct funding of training costs or 
reimbursement to the company, limited to state fiscal benefit. 

e Recommended approval methods: competitive selection based on 
need for training funds, high impact projects, future growth potential 
of type of job, and level of wages. 

e Coordinated with: federal funds, local/regional training providers. 
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Section F: Consistency Standards 


Improvements in the consistency of definitions, procedures, forms, and application 
processes of related programs will improve customer satisfaction and reduce errors in 
processing. The following are areas that should be considered for consistency 
improvements: 


e Definitions: The most important definitions that require consistency for related 
programs are “new jobs,” “new private investment,” “project facility,” “related 
company,” “base employment,” “taxpayer”, and “eligible company.” 


99 66. 99 66. 


e Procedures: The process to apply and the approval response should be consistent 
in format and procedure. Application forms should be electronic via the internet 
(fillable forms), assuming that current technology will ensure the applicant’s identity 
and private information are protected. The type and format of the application should 
be consistent. 


e Tax Credits: Certain attributes of tax credit programs should be examined for 


consistency and efficiency, such as carry back, carry forward, transferability, and 
“certification” of the credit. 
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Section G: Program Analysis and Recommendations 


The programs are grouped by Economic Benefit Programs, Quality of Life Programs, and 
Hybrid Programs and the methodology for the analysis and recommendations of these 
categories are indicated in previous sections. The Committee recommends that, except in 
unique situations, the minimum activity to warrant an individual program should be $3 
million annually due to administrative efficiency, unless the program is unique or serves 
a critical purpose not otherwise addressed. 


A. Economic Benefit Programs 


Small Business Development Programs 


Rebuilding Communities Tax Credit 
Loan Guarantee Fee Tax Credit 
CDBG Action Fund Loan 

CDBG Loan Guarantee 

Urban Enterprise Loan 

Business Incubator Tax Credit 
Wine and Grape Growers Tax Credit 
Film Production Tax Credit 

9. Charcoal Producers Tax Credit 

10. Mutual Fund Apportionment 

11. MO Rural Economic Stimulus Act 
12. Capital Access 























SAAS SYS 























il, Rebuilding Communities Credit: 


Purpose: The program is intended to encourage certain types of companies to 
locate or expand in distressed areas. 


Analysis/Comments: Since the program provides the incentives based primarily 
on new investment by eligible companies, the fiscal benefit and job 
creation/retention are difficult to measure. Additionally, the program is limited to 
companies that have less than 100 total employees at all locations. This does not 
encourage high-growth companies to locate in Distressed Areas. 





The program provides tax credits of 25-40% of new specialized equipment and 
expenses for eligible businesses located in distressed areas. There is no local 
incentive matching requirement. Administration of the program is hampered by 
the difficulty of the verification of eligible purchases. This is the only state 
program that provides incentives for in-state relocation of companies. 


Additionally, most eligible businesses of this program are also eligible for the 


Quality Jobs program, or, if located in qualified areas, the Enhanced Enterprise 
Zone program. These programs have a greater benefit to the state because they 
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provide incentives based on job creation, which more directly impacts state fiscal 
benefit. Finally, the amount of redeemed credits is less than the $3 million 
minimum activity level that the Committee recommends to have a separate 
program. 


Results: In FY05, there were $2.2 million in redeemed tax credits. In FY04, 
there were 59 projects, with $1.2 million authorized, $1.2 million issued, $1.4 
million redeemed and $2.8 million in new investment. No data for new jobs 
exists since it is not a basis for credit issuance. In FY03, there were 73 projects, 
with $2.3 million in redeemed credits and $9.4 million in new investment. 


Recommendations: Enact legislation to: (a) Combine with Quality Jobs and 
Enhanced Enterprise Zone Programs; and (b) Transfer 50% of the $8 million 
annual cap to Quality Jobs. 


2: Loan Guarantee Fee Credit: 


Purpose: The program’s purpose is to offset the fees imposed by SBA or USDA 
for their guaranteed loan programs, which typically are 2% to 3.5% of the 
guarantee. 


Analysis/Comments: The fees the program is designed to offset can be included in 
the project loan. The tax credit has a negligible impact on whether a business will 
either use the guarantee program or obtain the loan. Also, the amount of redeemed 
credits is less than the $3 million minimum activity level that the Committee 
recommends to have a separate program. 


Results: The program was created in 1999, but deleted in 2001 by a bill that was 
subsequently declared unconstitutional. Since the reinstatement in 2004, 12 
projects have been approved with $104,000 in tax credits authorized and issued 
and $11,000 redeemed. 


Recommendation: Enact legislation to delete the program. (Program does not 
have a cap; therefore, the savings is based on an estimate of what the program will 
redeem in FY06, $100,000.) 


3. CDBG Action Fund Loan: 


Purpose: Facilitate higher risk loans in rural areas by “traded” companies, 
creating new jobs, new investment and new state/local tax revenue. 


Analysis/Comments: The program is the only real source of a subordinated loan 
that is near equity available in the rural areas. Venture/seed capital firms rarely 
invest in areas that are not in close proximity to their offices, which are in metro 
areas. While this program has a fairly high default rate compared to bank loans, it 
is designed to be a source of last resort, higher risk capital to supplement other 
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funding of projects that have the potential to grow. A problem with the program 
is the onerous federal CDBG requirements, which the state cannot change. 


Results: In the period of FY02 to FY05, there were 14 projects that resulted in 
387 new jobs created and $18.2 million in private funds leveraged, with loan 
funds totaling $4,820,000. The repayments are typically over a 7-10 year period. 


Recommendation: Improve (by administrative action). Clarify most efficient 
uses and true “gap” situations. 


4. CDBG Loan Guarantee: 


Purpose: Facilitate higher risk loans in rural areas by “traded” companies, creating 
new jobs, new investment and new state and local tax revenue. 


Analysis/Comments: This program was created in 1987 due to the proposed 
elimination of the federal SBA 7a loan guarantee. It has been used only rarely, as 
not to duplicate that program. 


Results: No activity in several years. 


Recommendation: Delete (by administrative action). The SBA 7a program is not 
in danger of elimination. Program activity has been minimal for several years. 
No legislative action is necessary. 


5. Urban Enterprise Loan: 


Purpose: Facilitate higher risk loans in selected areas of St. Louis and Kansas 
City, creating new jobs, new investment and new state/local tax revenue. 


Analysis/Comments: This program is limited to certain lower-income areas of St. 
Louis and Kansas City; however, other similar low-income areas of the state are 
not eligible. The administration of the program by contract entities has been 
problematic and the impact of the program has been insignificant. The amount of 
funding is low and most of the benefiting companies are not traded companies. 
Other programs, such as SBA 7a, SBA 504, EDA revolving loans, Enhanced 
Enterprise Zone, and Quality Jobs may also be applicable. 


Also, the funding level is less than the $3 million minimum activity level that the 
Committee recommends to have a separate program. 


Results: The program received no appropriations for FY05. In FY04, the program 
was appropriated $291,000. 


Recommendation: Enact legislation to delete. Since there were no appropriations 
in FY05, this would not cause a savings. 


19 


6. Business Incubator Credit: 


Purpose: Facilitate the development of small business incubators (typically 
involving high tech companies), creating new quality jobs, new private 
investment, and new state and local taxes. 


Analysis/Comments: Tax credits are granted to contributors that provide a cash or 
property contribution to a non-profit corporation that owns a small business 
incubator. The contributed funds may be used for capital improvements, or 
business development services. 


Results: In FY05, the amount of redeemed credits was $246,807. In FY04, there 
were three projects involving $524,500 in contributions, with $167,360 in 
redeemed tax credits. 


Recommendation: Improve. Enact legislation to (a) Combine with the 
Neighborhood Assistance Program (see page 32); (b) Delete the $500,000 cap 
from this program, but set-aside $1 million/year cap within the cap of the 
Neighborhood Assistance Program; and (c) Clarify and restrict non-capital costs. 





7. Wine and Grape Growers Credit: 


Purpose: The purpose is to develop the winery industry, specifically for tourism 
and agricultural purposes. 


Analysis/Comments: There are many sectors of the tourism and agricultural 
industries that do not receive incentives. As structured currently, the program 
provides tax credits based on a specific form of capital investment, which does 
not directly relate to the amount of state sales tax or other fiscal benefit realized 
by winery operations. There is no new job creation requirement or other results- 
oriented requirements of the program. 


Results: In FY05, the amount of redeemed credits was $179,323. In FY04, there 
were 47 projects that used the program for purchases of $3.5 million in new 
equipment with redeemed credits of $260,397. 


Recommendation: Improve. Enact legislation to (a) Transfer administrative 
authority to the Missouri Agriculture and Small Business Development Authority 
(MASBDA); (b) Limit the amount of annual tax credits issued to $500,000; (c) 
Provide that the credits can be sold; and (d) Provide that the method of selection 
is discretionary by MASBDA based on priority criteria. 





8. Film Production Credit: 
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Purpose: Facilitate film production in Missouri, resulting in increased economic 
activity. 


Analysis/Comments: While beneficial in their level of public interest and 
notoriety, film projects have a very short-term benefit. The fiscal impact is low. 


Results: The amount of redeemed credits in FY05 was $322,079. For FY04, there 
were three projects that created $2.1 million in film production expenditures, with 
$423,900 in redeemed tax credits. 


Recommendation: Enact legislation to delete. The annual cap is currently $1.5 
million. 





9. Charcoal Environmental Improvements Credit: 


Purpose: Provide an incentive to charcoal production companies to implement 
environmental (clean air) improvements. 


Analysis/Comments: The projects are reviewed and approved by the Department 
of Natural Resources; however, the statutes provide that DED issue and monitor 
the tax credits. This is an inefficient method. Additionally, the use of the 
program has been limited. If the goal is to encourage environmental 
improvements, the program should be expanded to other businesses besides 
charcoal manufacturers. The program sunsets in 2005. 





Results: Since the inception of the program, there have been five companies 
involving 13 projects. In FY-05, there were no credits redeemed. 


Recommendation: No action necessary since the program sunsets in 2005. 
10. Mutual Fund Tax Apportionment: 


Purpose: Provide tax relief to mutual fund companies comparable to other 
businesses relative to out-of-state income. 


Analysis/Comments: This program allows a change in the apportionment of 
corporate income taxes of mutual fund companies by exempting income derived 
in other states that is taxed by the other states. About one third of the states 
provide this type of tax treatment. The program was enacted to make Missouri 
more competitive in the growth of the industry. It provides a comparable type of 
taxation to mutual fund companies relative to other companies that derive income 
from out of state. DED certifies the approval of companies, but the Department 
of Revenue administers the apportionment. 
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Results: In FY04, there were 3 companies certified, and 2 in FY05. The amount 
of fiscal impact due to the program is undetermined since DED does not have 
access to these companies’ tax records. 





Recommendation: Improve. Enact legislation to transfer the administration of 
the program to the Department of Revenue. 





11. Missouri Rural Economic Stimulus Act: 


Purpose: Provide an incentive to facilitate value-added agriculture projects in 
tural areas, particularly ethanol or bio-diesel facilities. 


Analysis/Comments: The cost of infrastructure related to an ethanol plant 
construction project is high. The incentive needs to offset an annual debt in a 
manner consistent with any projected revenue stream. The current MORESA 
structure limits that revenue stream to the number of employees. 





Results: No applications have been submitted since the program was created in 
August 2003. 


Recommendation: Improve. Enact legislation to (a) Pursue additional incentive 
opportunities to match resources to the increment financing for public 
infrastructure; (b) Determine an option of expanding the authority to create a loan 
pool to offer low interest loans to incent farmer ownership; and (c) transfer/reduce 
the MORESA/MODESA annual cap as described in the MODESA program (page 
42). 





12. Capital Access: 
Purpose: Provide a pooled fund for defaults of bank small business loans. 


Analysis/Comments: The program was created in 1997; however, only $100,000 
was appropriated the next fiscal year, which was determined to be insufficient to 
initiate the program. The concept generally is regarded as fairly effective by 
some independent studies; however, it is unknown whether this would generate 
loans that would not have been made using other established programs, 
particularly the SBA 7a. 





Results: The program was never initiated. 


Recommendation: Maintain. No action at this time. 
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Venture/Seed Capital Programs 


Certified Capital Companies Tax Credits 
Capital Tax Credits 

Seed Capital Tax Credits 

New Enterprise Creation Tax Credits 
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1. Certified Capital Companies Credit: 


Purpose: Provide eligible early stage growth companies with equity capital in 
order to create economic activity. 


Analysis/Comments: The cumulative cap has been reached, so no new funds can 
be authorized unless the statute is amended. The amount of private funds and 
venture capital available since the program’s inception has been substantial and 
the need for further CAPCO incentives is not critical for the state at this time. 





Results: New projects have not been approved for several years because the cap 
has been exhausted. 


Recommendation: No action necessary. 





2. Capital (Small Business Investment Company) Credit: 


Purpose: Provide eligible small companies with equity capital in order to create 
economic activity. 


Analysis/Comments: The cumulative cap has been reached, so no new funds can 
be authorized unless the statute is amended. The percentage of the credits ranged 
from 30%-60% of the investment, based upon then current statutes. It is unknown 
whether the investor would have made the investment without the tax credit or, if 
so, how much. However, since the investor is at risk for 40%-70% of the 
investment, it is doubtful that the credit was the determining factor in the decision 
to make the investment. This program will not create enough economic activity 
to offset the tax credits used. The Committee believes state resources should be 
allocated to a new program that provides a better method for seed and venture 
capital investments in targeted companies. 


Results: New projects have not been approved for several years due to reaching 
the cumulative cap. 


Recommendation: No action necessary.. 


3. Seed Capital Credit: 
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Purpose: Provide eligible early stage growth companies with equity capital in 
order to create economic activity. 


Analysis/Comments: The cumulative cap has been reached, so no new funds can 
be authorized unless the statute is amended. The program was originally designed 
so that Innovation Centers would create a pool of venture capital, as they had the 
ability to approve the credits. However, this “pooling” concept did not 
materialize and the program evolved into a similar method of the Capital Tax 
Credit program for single projects. 


State resources should be allocated to a new program that provides a better 
method for seed and venture capital investments in targeted companies. 


Results: New projects have not been approved for several years because the 
cumulative cap was reached. 


Recommendation: No action necessary. 





4. New Enterprise Creation Credit: 
Purpose: Facilitate equity investments for eligible start-up companies 


Analysis/Comments: The Missouri Seed Capital Investment Board solicited 
proposals for a fund manager that would establish a pooled fund. The Board 
selected Prolog Ventures of St. Louis. The program provided the investors tax 
credits for their investments based on 100% of their investment, plus a share of 
the return on the fund. State resources should be allocated to a new program that 
provides a better method for seed and venture capital investments in targeted 
companies. 





Results: The program will use $16.8 million in tax credits over four years to 
generate $33.6 million in equity investments. As of 2004, there were 11 Missouri 
companies receiving investments with a total of $30 million will be invested, with 
385 jobs created at the highest point. 


Recommendation: No action necessary. 





Competition Project Incentives 


BUILD Bonds/Tax Credits 
Missouri Quality Jobs 
Development Tax Credit 
Enhanced Enterprise Zone Credits 
CDBG Interim Financing Loan 
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Sales Tax Exemption, Manufacturing Equipment (Statutory) 
Inventory Property Tax Exemption 

Chapter 100 Bonds/Tax Abatement (local) 

CDBG Infrastructure Grant 
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1. BUILD Bonds/Tax Credits: 


Purpose: Encourage an eligible company to locate or expand a larger project in 
the state in cases where Missouri is in a competitive situation. 


Analysis/Comments: The program provides tax credits to a company based on the 
amount of debt service payments for a bond issued by the Missouri Development 
Finance Board (MDFB) in favor of the company. The bond is for a portion of the 
new capital investment of a project, or for the public infrastructure of a project, 
and the amount is negotiated by DED and MDFB but limited to statutory 
restrictions. One of the considerations for approval (which is discretionary by the 
MDEB based on a recommendation of DED) is the level of competition against 
another state, which has been difficult if not impossible to verify since companies 
do not want to divulge this information. In certain cases this requirement has 
encouraged companies to obtain an incentive proposal from another state when 
they otherwise would not. Also, the bond has no benefit except that it is required 
in order for the company to obtain the tax credits. The bond issuance process 
adds unnecessary complexity, time delays, and costs to the process. 


BUILD is one of the few discretionary programs that DED can use for 
competitive projects. One significant strength of the program is the level of 
accountability. Companies must create and maintain jobs over 15 years. If the 
company fails to maintain jobs it loses the benefits of the tax credits. 


The use of bonds requires additional credits to cover interest payable on the 
bonds. Eliminating this requirement would substantially reduce the cost to the 
state. MDFB approval adds an unnecessary step. 


Results: In FY05, there was $3.8 million in tax credits redeemed/refunded. 


Recommendation: Improve. Enact legislation to: (a) Provide an option that the 
tax credits may be issued without the provision of a bond issue; (b) Eliminate 
necessity of MDFB approval unless bonds are used; and (c) Eliminate the 
requirement of the company obtaining an incentive proposal from another state. 





2. Missouri Quality Jobs (Withholding/Credits): 


Purpose: Encourage eligible companies to add new “quality” jobs. 
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Analysis/Comments: The program provides benefits mostly to “traded” 
companies for the creation or retention of jobs with above average wages and 
insurance benefits. Unlike BUILD which is discretionary, it is an entitlement 
program. 





Results: The program was enacted in the 2005 session and began on August 28, 
2005. As of the date of this report, the $12 million tax credit cap has been 
committed to $6,800,000 remaining in the highest year of the five year benefit 
period. (The withholding taxes provided are not capped.) 


Recommendation: Improve. Enact legislation to: (a) clarify the definition of 
"new jobs", "payroll of the new jobs", and "base employment", (b) Provide that 
the increase to $1 million in tax credits for high impact projects may be only for 
projects in excess of 500 new jobs created within three years, (c) Provide that if a 
company located in the state relocates the “project facility” to another Missouri 
county, DED must first obtain the endorsement of the existing community for the 
company to use the program for the net new jobs at the new community, or the 
new county’s average wages will be the same as the current county’s average 
wages for that project, and (d) Increase the annual cap on tax credits by an 
additional $12 million (in addition to the current $12 million) derived by 
reallocating $8 million from MODESA/MORESA and $4 million from 
Rebuilding Communities. 





3. Development Credit: 


Purpose: Encourage an eligible company to locate or expand a larger project in 
the state in cases where Missouri is in a competitive situation. 


Analysis/Comments: This program was an outgrowth of the Neighborhood 
Assistance Program (NAP), originally designed to encourage the contribution of 
closed manufacturing facilities to local non-profit organizations, such that they 
could be marketed to new companies and placed back in operation. It later 
evolved into a program for competitive situations, given the lack of other 
resources for such projects. (BUILD was used for larger competitive projects, 
and Development was used for smaller.) Unlike BUILD, this program may be 
used for retained jobs. The process of having a non-profit corporation as the 
recipient of the contributions and then leasing the asset back to the company is not 
necessary in most situations. 


Results: In FY04, there were four projects, 1,097 new and retained jobs, $55 
million in new investment, with $562,622 in redeemed tax credits. In FY0S5, there 
was $2.5 million in redeemed credits, and the amount for FY06 is estimated to be 
$3 million. 


Recommendation: Improve. Enact legislation to (a) Eliminate the locational 
requirements, and (b) Provide that the contribution to a non-profit is optional, 
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such that a credit may be issued solely on the basis of up to 50% of the purchase 
of new capital improvements (as approved by DED on a discretionary basis), 
limited to an amount of new and/or retained quality jobs. 


4. Enhanced Enterprise Zone Credits: 


Purpose: Encourage eligible new or expanding companies to increase new jobs 
and private investment, which will also create new state/local tax revenues. 


Analysis/Comments: The former Enterprise Zone program was modified in 2003 
to this program since many of the original zones were about to expire. In 
addition, the EZ program tax credits could not be sold, refunded (except for the 
first $75,000), or carried forward. The new EEZ program has less restrictive 
demographic requirements and there are an unlimited number of zones that may 
be approved. The local real property tax abatement is almost identical to the old 
EZ program; however, many larger projects are incented using Chapter 100 
bonds. Chapter 100 bonds may provide personal, as well as real, property 
abatement and provide a sales tax exemption for building materials. By 
administrative decision, DED has elected to provide the state tax credits in a first 
come, first served manner for eligible project based on 2% of the payroll of the 
new jobs (similar to the methodology of Quality Jobs), and /2% of new 
investment, both each year for five years. In addition, many projects that are 
eligible for EEZ are also eligible for Quality Jobs, with the difference being that 
EEZ does not have the average wage and insurance requirement. Also, EEZs new 
job threshold is only two, compared to Quality Job’s 10/20/40/100, and EEZ 
provides tax credits based on new investment, whereas Quality Jobs does not. A 
company cannot use EEZ and Quality Jobs for the same project. 


Results: Ten zones have been certified to date and several more are in process of 
approval. 


Recommendation: Maintain. 





5. CDBG Interim Financing Loan: 


Purpose: Encourage new and expanding traded companies in rural areas to create 
new jobs and investment, resulting in new state and local tax revenues. 


Analysis/Comments: This program is a short term (maximum 30 months), low 
rate (0%-1%), bullet payment loan to a company used in competitive situations. 
Since it is a float loan (CDBG funds already obligated to other projects), there 
must be a bank letter of credit to guarantee timely payment. The benefit of the 
program to the company is not significant. The company has to pay a fee to the 
bank for the letter of credit and the spread between the effective costs of this 
program versus private loans is low. With the initiation of Quality Jobs and 
Enhanced Enterprise Zone, the use of this program will be very limited. 
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However, the program has no loan losses and no other costs to the state. The 
federal CDBG procedures are onerous, but the state has no discretion to make 
improvements. 


Results: In the period from FY02 to FY0S, there were 4 projects that involved $4 
million of loan funds, resulting in $13.1 million of private investment and 219 


new jobs created. 


Recommendation: Maintain. 





6. Sales Tax Exemptions - Manufacturing Machinery and Equipment: 


Purpose: Exempt the sales tax on new and replacement manufacturing machinery 
and equipment. This will encourage companies to locate and expand in Missouri, 
thereby leading to increased economic activity. 


Analysis/Comments: This exemption is statutory. Nearly every state provides this 
exemption; therefore, Missouri must also do so to remain competitive. 





Results: There are no reports to determine what the total amount of exemption is 
currently or the results of the projects. 


Recommendation: Maintain. Consider sales tax exemptions of machinery and 
equipment for other key industries such as life sciences, information technology 
and others. 





7. Inventory Property Tax Exemptions: 
Purpose: Exempt the property tax on business inventories, which encourages 
companies to locate and expand in Missouri; thereby leading to increased 


economic activity. 


Analysis/Comments: This exemption is statutory. Nearly every state provides this 
exemption; therefore, Missouri must also do so to remain competitive. 


Results: There are no reports to determine what the total amount of exemption is 
currently or the results of the projects. 


Recommendation: Maintain. 

8. Chapter 100 Bonds (property tax abatement, sales tax exemption): 
Purpose: Exempt (partially or entirely) the real and/or personal property tax on 
new capital investment and the sales tax on building materials, which encourages 


companies to locate and expand in Missouri, thereby leading to increased 
economic activity. 
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Analysis/Comments: Property tax abatement is a fundamental tool for Missouri 
economic development. Every state offers tax abatement in some form. The 
ownership of the real and/or personal property by a city or county provides that 
the property is exempt, except for “bonus value.” A city or county typically 
negotiates a payment in lieu of tax for some percentage of the tax that would have 
been paid. The revenue bond process is not an incentive or advantage, but merely 
a mechanism for the city or county to obtain ownership of the assets in order to 
provide the abatement. This is the only method available (along with Land 
Clearance for Redevelopment Authority bonds) to provide abatement of personal 
property and the exemption of sales tax on building materials, both of which 
many states provide. 


Results: There are no centralized reports to determine what the total activity is 
currently or the results of the projects. 


Recommendations: Improve. (a) Evaluate legal structures to eliminate the 
requirement of transferring property to a city or county and the requirement of a 
revenue bond issue: (b) Enact legislation making it clear that the leasehold 
property interests created under a Chapter 100 lease are exempt from taxation, 
and (c) Standardize and provide a central reporting of property tax abatements. 





9. CDBG Industrial Infrastructure Grant Program: 


Purpose: Provide necessary public infrastructure to facilitate a business project 
that will result in new jobs and new capital investment, plus new state and local 
tax revenues. 


Analysis/Comments: This program is federal CDBG funds granted by DED to a 
non-entitlement community for the purpose of facilitating public infrastructure 
improvements, such as streets and utilities, necessary to facilitate a business 
project. Typically, a community provides part of the project funding. 





Results: In the period of FY02 to FY05, this program provided funding of $15.2 
million for 48 projects, resulting in 2,615 new jobs and $470 million in new 
private investment. 


Recommendation: Maintain. 


B. Quality of Life Programs 


Affordable Housing Programs | 


1. Affordable Housing Credit 
2. Low-Income Housing Credit 
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3. CDBG Open Cycle Housing Grant 
4. CDBG Low Income Housing Match Grant 














1. Affordable Housing Credit: 


Purpose: Facilitate affordable rental housing projects for low-income families by 
providing funding for auxiliary/supportive facilities. 


Analysis/Comments: The program is administered by the Missouri Housing 
Development Commission (MHDC). The tax credit is 55% of contributions to a 
non-profit organization. The contributions can be cash, services, goods or real 
estate. Applications are approved on a discretionary basis by Missouri Housing 
Development Commission based on program ranking criteria. 





Results: The amount of redeemed tax credits in FYO5 was $7.7 million, FY04 
was $7.6 million, and FY03 was $7.6 million. MHDC’s results on Form 14 
indicated 50 projects involving 655 housing units produced for FY04, and 47 
projects involving 801 housing units in FY03. The program is also designed to 
remove blight in communities, which can not be measured. 


Recommendation: Maintain. 





2. Low-Income Housing Credit: 


Purpose: Facilitate affordable rental housing projects for low-income families by 
providing incentives to developers. 


Analysis/Comments: The program provides tax credits based on (a) 9% of 
eligible development costs, and (b) 4%, if a tax-exempt bond (approved by DED) 
finances the project, both limited to the amount provided under the federal tax 
credit. Applications are approved by the MHDC on a competitive basis based on 
stated criteria. The credit is issued over a 10-year period. 


Results: For FY04, there were 57 projects that involved $36.9 million in 
redeemed credits. There were $202.6 million in projects authorized. There were 
3,778 housing units produced in FY04, with 2,881 and 3,969 housing units 
produced respectively in the prior two fiscal years. 


Recommendation: Maintain. 





3. CDBG Open Cycle Housing Grant: 


Purpose: This program provides federal CDBG grant funds to non-entitlement 
communities for different types of housing projects for lower income persons. 
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Analysis/Comments: Such facilities must predominately benefit low and 
moderate income persons. The program is awarded based on meeting stated 
criteria. 





Results: In FY04, the program provided $1 million. 





Recommendation: Combine with CDBG Other Public Needs (by administrative 
action). 


4. CDBG Low-Income Housing Match: 
Purpose: This program provides federal CDBG grant funds to non-entitlement 
communities for supplemental funding to better enable the use of the MHDC 
Low-Income Housing Tax Credit program. 
Analysis/Comments: Such facilities must predominately benefit low and 
moderate income persons. The program is awarded based on meeting stated 
criteria. 


Results: In FY04, the program provided $1 million. 


Recommendation: Combine with CDBG Other Public Needs (by administrative 
action). 


Community Development Programs 





Neighborhood Assistance Program Tax Credit 
Family Development Account Tax Credit 
Community Development Corporation Grant 
Community Development Bank Tax Credit 

5. Youth Opportunities Program Tax Credit 
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1. Neighborhood Assistance Program Tax Credit: 


Purpose: Provide assistance to community-based non-profit organizations to 
enable them to implement community or neighborhood projects, including 
community services, education, crime prevention, job training, and physical 
revitalization. 


Analysis/Comments: The program provides tax credits of 50% (70% in certain 
rural areas) to contributors who donate to a non-profit organization that has been 
approved for the program. The non-profit submits an application to DED. 
Approvals are made on a competitive basis, with approximately one out of five 
approved. 
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Results: There were $9.3 million in redeemed tax credits in FY05. In FY04, 
there were 101 projects that involved $10.2 million in redeemed credits. (The 
redeemed credits were mostly for projects authorized in prior years.) There was 
$10.2 million in investment in residential buildings, $12.3 million in investment 
in non-residential buildings, and $27 million in non-profit community services. 
Additional results were $1.4 million in increased wages due to training, 37 
new/renovated facilities, 1,882 persons that were involved in training programs, 
and $7.5 million in leveraged funds (net of credits provided). 


Recommendations: Improve. Enact legislation to: (a) Combine with the Youth 
Opportunities and Incubator Programs, (b) Provide that the credits may be 
transferable, (c) Include all corporations or individuals to be eligible contributors 
(since some are limited under current statute); (d) Focus program eligibility 
categories to economic and community development activities; and (e) minimize 
operating cost awards. 





2. Family Development Account Tax Credit: 


Purpose: Promote self-sufficiency of low-income persons through the 
establishment of a matched savings program that can be used for education, job 
training, purchase and/or rehab of a primary residence, or start-up capital for a 
small business. 


Analysis/Comments: The statute provides that eligible applicants are formed 
under Chapter 352. The users of the program are few. 





Results: This is a very small program that involved two projects with $27,500 in 
redeemed tax credits in FY04 and $12,875 in FY05. 


Recommendation: Enact legislation to delete. 
3. Community Development Corporation Grant: 


Purpose: The program provides grant funding to community development 
corporations for targeted housing, neighborhood revitalization, and micro-lending. 


Analysis/Comments: The CDCs are non-profit organizations contributing to the 
efforts of revitalizing neighborhoods. The one year program requirement does not 
match the types of projects and the need in these targeted areas. The funding has 
been insufficient to make an impact. In FY06, there were no appropriations. 





Results: There was $730,433 provided in both FY04 and FY0S. 


Recommendation: Enact legislation to delete. 
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4. Community Development Bank Tax Credit: 


Purpose: Facilitate funding of small business loans or equity investments, or real 
estate development/redevelopment by community development banks, which 
provide funding in economically distressed areas. 





Analysis/Comments: The cumulative cap has been met; therefore, no new tax 
credits can be provided. The program provides a tax credit of 50% for a 
contribution or investment into a pre-approved community bank. 


Results: No new projects have been approved in the past few years since the 
cumulative cap has been met. 


Recommendation: No action. 
5. Youth Opportunities Program Tax Credit: 


Purpose: Broaden and strengthen opportunities for positive development and 
participation in community life for youth, and discourage criminal and violent 
behavior. 


Analysis/Comments: The program provides tax credits of 50% of cash 
contributions (30% for services) to approved non-profit and other sponsoring 
organizations that conduct projects. Credits are awarded on an open cycle against 
required criteria. The purpose and method is very similar to the Neighborhood 
Assistance Program. 


Results: There were $3.2 million in redeemed credits in FY05. In FY04, there 
were 47 projects authorized for $6.4 million in tax credits, with $3.3 million in 
credits redeemed (mostly for projects authorized in prior years). There were 
10,919 youth earning GEDs, job training, and other skills, two new/renovated 
facilities, and $3.7 million in other funds leveraged (net of YOP tax credits). 





Recommendation: Improve. Enact legislation to combine with Neighborhood 
Assistance Program, along with the program’s $6 million/year cap. 


Public Infrastructure Development Programs 


MDEB Contribution Tax Credits 
. MDFB Bond Guarantee Tax Credits 

CDBG Community Facility Grant 

CDBG Other Public Needs Grant 

CDBG Emergency Grant 

CDBG Water and Wastewater Grant 

CDBG Engineering Plans and Specifications Grant 
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8. Neighborhood Improvement Districts (local) 
9. Community Improvement Districts (local) 
10. CDBG Speculative Building Loan 

11. CDBG Bridge, Street, Drainage Grant 

12. Transportation Development Districts 























1. MDFB Contribution Tax Credits: 


Purpose: Facilitate contributions to be used for the development or redevelopment 
of public facilities or infrastructure, which will mitigate blight, promote the state 
economy, or resolve health or safety problems. 


Analysis/Comments: The program provides 50% tax credits to contributors of 
projects approved by the MDEFB. The approval is based on whether the credits are 
needed to obtain the contributions, the quality and impact of the project, the state 
fiscal benefit (if the project is designed to impact the economy), or other relevant 
factors. The contributions must be provided to the MDFB, who may then grant or 
loan the funds to a public entity or a non-profit for the benefit of the project. 





Results: In FY05, there was $10.4 million authorized and $25.9 million redeemed 
(mostly from prior years). In FY04, there were four projects that were authorized 
$34 .8 million, with $482 million in leveraged project investment. 


Recommendation: Maintain. 
2. MDFB Bond Guarantee Tax Credits: 


Purpose: Facilitate the financing of infrastructure development projects that are 
needed for an overall redevelopment project. 


Analysis/Comments: The program, approved on a discretionary basis by MDFB, 
provides tax credits in the event of a default on the payments of a bond issued by 
the MDEFB for public infrastructure. 





Results: The total tax credits issued over the life of the program are $1,871,130. 
Of the $50 million in cumulative cap available by the statute, there is currently 
$48.8 million outstanding. Projects utilizing the program include two public 
garages owned by MDFB in St. Louis and the Midtown and Uptown 
Redevelopment plans in Kansas City. The program represents an effective 
method of leveraging local funds for qualifying infrastructure programs. 


Recommendation: Improve. Enact legislation to increase the current $50 million 
cap on the amount of outstanding bonds by an additional $25 million (from the 
MODESA cap). 
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3. CDBG Community Facility Grant: 


Purpose: Provide federal CDBG grant funds to non-entitlement communities to 
provide community facilities such as community centers, day cares, rural health 
clinics, senior/youth centers, telecommunications, and others. 


Analysis/Comments: Such facilities must predominately benefit low/moderate 
income persons. The program is awarded based on meeting stated criteria. 





Results: In the period from FY02 to FY05, the program provided $8.7 million for 
38 community facility projects that leveraged $6.6 million of other funds. 


Recommendation: Maintain. This program is below the $3 million in minimum 
recommended level, but the program is unique to the other CDBG categories. 





4. CDBG Other Public Needs Grant: 


Purpose: Provide CDBG grant funding to communities in non-entitlement areas 
for public needs/facilities that are not included in the other CDBG categories. 


Analysis/Comments: Such facilities must predominately benefit low to moderate 
income persons. The program is awarded based on meeting stated criteria. 





Results: In the period of FY02 to FYO5, the program provided $5.3 million for 39 
projects that leveraged $12.4 million in other funds. 


Recommendation: Combine with the CDBG Bridge, Street, and Drainage, 
Speculative Building Loan, Bridge, Street, and Drainage, and Low-Income 
Housing Match programs (by administrative action). 


5. CDBG Emergency Grant: 


Purpose: Provide CDBG grant funding to communities in non-entitlement areas 
for critical infrastructure (water systems, sewer, others) that unexpectedly became 
non-functional. 


Analysis/Comments: The program is awarded based on meeting stated criteria in 
emergency situations. 


Results: In the period from FY02 to FY05, there was $8.4 million provided for 
35 projects that leveraged $9.8 million in other funding. 


Recommendation: Maintain. Although the level of funding is less than the 


minimum recommended level of $3 million, the program serves as a last resort for 
essential infrastructure funding in emergency situations. 
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6. CDBG Water and Wastewater Grant: 


Purpose: Provide CDBG grant funding to communities in non-entitlement areas 
for improvements to water or sewer systems. 


Analysis/Comments: Such facilities must predominately benefit low to moderate 
income persons. The program is awarded based on meeting stated criteria. 


Results: In the period from FY02 to FY05, the program provided $32.7 million in 
grant funds for 92 projects, which leveraged $88.2 million in other funds. 





Recommendation: Combine with CDBG Engineering Plans and Specifications 
program (by administrative action). 


7. CDBG Engineering Plans and Specifications Grant: 
Purpose: Provide CDBG grant funding to communities in non-entitlement areas 
for engineering plans and specifications for improvements to water or sewer 


systems. 


Analysis/Comments: Such facilities must predominately benefit low to moderate 
income persons. The program is awarded based on meeting stated criteria. 





Results: Funding amounts have been included in other CDBG programs. 


Recommendation: Combine with CDBG Water and Wastewater grant program 
(by administrative action). 


8. Neighborhood Improvement Districts (local): 


Purpose: Provide funding for public infrastructure that is desired by the property 
owners in a designated area. 


Analysis/Comments: The area of the district (which is not a separate public 
entity) and the scope of the improvements are established in a petition by the 
property owners. If the required percentage of the property owners approve of the 
petition, it is submitted to the city or county for approval. If approved, the city or 
county would issue general obligation bonds to finance the improvements. The 
bonds are retired by a special assessment on the property that benefits. 





Results: Use of this program is on the increase, but a total of results is not 
available. 


Recommendation: Improve. Enact legislation to provide communities the option 
of combining the benefits of Community Improvement Districts, Neighborhood 
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Improvement Districts, and Transportation Development Districts into one broad 
program given their similarity of purpose 


9. Community Improvement Districts (local): 


Purpose: Provide funding for public infrastructure, maintenance, landscaping, 
security, marketing, and other eligible costs that is desired by the property owners 
in a designated area. 


Analysis/Comments: Somewhat similar to NID and TDD, the CID is different in 
that it allows costs for non-construction activities. A CID is typically a separate 
public entity since it can impose a sales or property tax within the area benefiting. 


Results: Use of this program is on the increase, but a total of results is not 
available. 


Recommendation: Improve. Enact legislation to provide communities the option 
of combining the benefits of CID, NID, and TDD into one broad program given 
their similarity of purpose. 





10. CDBG Speculative Building Loan: 


Purpose: Facilitate the construction or rehabilitation of a speculative industrial 
building by a non-profit community organization in order to entice the location of 
industry. 


Analysis/Comments: This program, through federal CDBG funds, is established 
as a grant to a city or county, which is loaned to a non-profit organization. The 
loan, typically at 0%-1% (and in some cases is partially forgiven) has a maximum 
term of 30 months, since it is on the basis of a float, which are funds that have 
been granted to other state CDBG projects. As such, the loan must be secured by 
a letter of credit to ensure timely and complete payment. Speculative buildings 
can be beneficial in the attraction of new companies to a community, but may 
take many years to market. 


Results: The annual cap of $12 million is shared by the CDBG Interim Financing 
Loan. In the period of FY02 to FY05, there was $400,000 provided for 1 project. 


Recommendation: Combine with CDBG Other Public Needs (by administrative 
action). 


11. CDBG Bridge, Street, and Drainage Grant: 


Purpose: Provide CDBG grant funding to communities in non-entitlement areas 
for bridges, streets, and storm drainage systems. 
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Analysis/Comments: Such facilities must predominately benefit low to moderate 
income persons. The program is awarded based on meeting stated criteria. 





Results: In the period of FY02 to FYOS, there was $9.7 million provided for 35 
projects that involved leveraging of $5.1 million in other funding. 





Recommendation: Combine with CDBG Other Public Needs (by administrative 
action). 


12. Transportation Development Districts (local): 


Purpose: Provide funding for transportation improvements that will facilitate a 
development project. 





Analysis/Comments: This program allows an area to be designated by the Circuit 
Court as a new political subdivision for the purpose of imposing an additional 
sales tax of up to 42% on retail sales within the district. The district may also 
impose a property tax and/or a special assessment. The district may issue bonds 
for public improvements related to transportation. It is similar to Neighborhood 
Improvement Districts (special assessments for various public infrastructure) and 
Community Improvement Districts (sales tax, property tax and/or special 
assessment for infrastructure, marketing, etc.). This program typically involves 
retail development projects since the primary source of funds is a sales tax. 


Results: Use of this program is on the increase, but since it is a local program, no 
reports are filed with the state to determine the level of use. 





Recommendation: Improve. Enact legislation to provide communities the option 
of combining the benefits of Community Improvement Districts, Neighborhood 
Improvement Districts, and Transportation Development Districts into one broad 
program given their similarity of purpose. 





C. Hybrid Programs 


Redevelopment Programs 





CDBG Downtown Revitalization Grant 

Urban Redevelopment Corp. (353) (local) 
CDBG Neighborhood Development Grant 
Neighborhood Preservation Tax Credits 
Brownfield Remediation Tax Credits 
Brownfield Jobs/Investment Tax Credits 
Brownfield Demolition Tax Credits 

Historic Preservation Tax Credits 

MODESA (Downtown Economic Stimulus Act) 
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10. State Tax Increment Financing 
11. Local Tax Increment Financing 














1. CDBG Downtown Revitalization Grant: 


Purpose: The program provides federal CDBG funds to a non-entitlement 
community to facilitate the redevelopment of a downtown area. 


Analysis/Comments: The project must have a redevelopment plan that included 
both private and public improvements. The program is based on a 50% local 
match for public improvements. The program is unique to the other CDBG 
categories and provides a significant benefit of the removal of blight and increase 
in economic activity in downtown areas. 


Results: In the period of FY02 to FY05, there was $4.8 million provided for 16 
projects that leveraged $12 million in other funding. 





Recommendation: Improve. Redirect an increased amount of the annual 
allocation (by administrative action, subject to public comment). 





2. Urban Redevelopment Corporation (Chapter 353) Tax Abatement (local): 


Purpose: Promote redevelopment of blighted areas by providing abatement to 
improvements to real property. 


Analysis/Comments: With the increased use of Tax Increment Financing, 
Chapter 100 tax abatement and the expansion of enterprise zones, the use of 
Chapter 353 is infrequently used. 





Results: There is no central filing source to determine the extent of use of 
Chapter 353 abatement. The State Tax Commission periodically provides the 
number of parcels and amount of property involved. 


Recommendation: Improve. Enact legislation to simplify the statutory 
procedures for smaller projects. 





3. CDBG Neighborhood Development Grant: 


Purpose: Provide federal CDBG funds to non-entitlement communities in order 
to facilitate neighborhood redevelopment in low to moderate income areas. 


Analysis/Comments: The program provides grant funds for housing 
rehabilitation, public infrastructure improvements, and demolition in conjunction 
with a neighborhood redevelopment strategy. MHDC has initiated a 
rehabilitation program with federal HOME funds. 
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Results: In the period between FY02 and FY05, there was $13.3 million provided 
for 54 projects that leveraged $10 million in other funding. 


Recommendation: Delete (by administrative action). Transfer the funding to the 
other CDBG categories. 





4. Neighborhood Preservation Tax Credit: 


Purpose: Facilitate the rehabilitation of owner-occupied housing in economically 
distressed areas. 


Analysis/Comments: The program provides tax credits to homeowners or 
developers ranging from 15% (new infill housing) to 35% of the eligible rehab 
costs. The program is based on a first-come allocation and the demand is 
significantly more than the annual allocation. As such, the distribution of funding 
has been on a lottery basis, which does not provide for a concentrated 
redevelopment impact. Also, some areas in the city-wide distressed areas are not 
lower income. 





Results: In FY0S, the program provided $8.5 million in redeemed tax credits and 
there was $13.6 million authorized. In FY04, there were 196 (233 housing units) 
projects with $16 million authorized, with $24 million in other funds leveraged. 


Recommendation: Improve. Enact legislation to award funds on a competitive 
basis, requiring a comprehensive neighborhood redevelopment plan. 





5. Brownfield Remediation Tax Credits: 


Purpose: Promote the redevelopment of “brownfield” properties in order to 
correct blighting conditions and place the property back in useful economic 
activity. 





Analysis/Comments: Brownfield properties must be enrolled in DNR’s 
Voluntary Cleanup Program to use this program. The Remediation Tax Credit 
Program may provide up to 100% of the cleanup costs of hazardous substances, 
depending on the return on investment of the developer and the state fiscal 
impact. 


Results: In FY05, there was $15.5 million authorized with $10.6 million 
redeemed (which most was authorized in prior years). In FY04, there were 11 
projects that were authorized $9.6 million, resulting in $12.2 million in other 
funds leveraged. The new jobs created (1,470 reported in FY03 and 363 in FY04) 
should be considered over a long term. 


Recommendation: Maintain 
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6. Brownfield Jobs/Investment Tax Credits: 


Purpose: Promote the redevelopment of Brownfield properties in order to correct 
blighting conditions and place the property back in useful economic activity. 


Analysis/Comments: Brownfield properties must be enrolled in DNR’s 
Voluntary Cleanup Program to use this program. This program provides tax 
credits based on new jobs and new investment by companies that locate in a 
brownfield property. The approval of the credits is discretionary, and the credits 
are expiring. This program was modeled almost exactly after the former 
Enterprise Zone program. 





Results: In FY05, there were $406,000 in new tax credits authorized (since most 
are for a multi-year basis), with $1.7 million credits redeemed (mostly authorized 
from prior years). In FY04, there was $68 million in investment, and in FY03, 
there was $116 million in investment. 


Recommendation: Improve. Enact legislation to combine with the Enhanced 
Enterprise Zone and Quality Jobs program. 





7. Brownfield Demolition Tax Credits: 


Purpose: Promote the redevelopment of Brownfield properties in order to correct 
blighting conditions and place the property back in useful economic activity. 


Analysis/Comments: Brownfield properties must be enrolled in DNR’s 
Voluntary Cleanup Program to use this program. The Remediation tax credit 
program may provide up to 100% of the cleanup costs of hazardous substances. 
The program has no total cap, but the approval is discretionary by DED based on 
the return on investment of the developer and the state fiscal impact. 


Results: No projects have been approved since the inception of this program four 
years ago. 


Recommendation: Improve. Combine with the Brownfield Remediation 
program. 





8. Historic Preservation Tax Credits: 
Purpose: Facilitate the redevelopment of properties (commercial and residential) 
that are historic (are on the federal historic register or are located in a local 


historic district). 


Analysis/Comments: The program provides tax credits based on 25% of the 
eligible rehabilitation costs of a historic property. Commercial properties may 
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also use the 20% federal historic tax credit. The program is an entitlement and 
has no annual or cumulative cap. Both commercial and residential properties are 
eligible, except for those owned by a non-profit, public, or religious entity. 


Results: In FY05, there was $117 million in credits authorized, and $74.5 million 
in credits redeemed (mostly from prior years). In FY04, there were 179 projects 
that involved $101 million in authorized credits, and $269 million in other funds 
leveraged. There were 1,784 residential housing units involved, and 997 jobs 
(mostly retail and local service) created. 


Recommendations: Maintain. 





9. Missouri Downtown Economic Stimulus Act (MODESA): 


Purpose: Facilitate the redevelopment of downtown areas, thereby reducing 
blight and promoting new economic activity. 


Analysis/Comments: The program is very similar to State TIF, except that 
MODESA is limited to “downtown/central business districts” and the state 
incentives involve both withholding taxes and sales tax. Also, MODESA funds 
are limited to public infrastructure. 


The application process is complex and difficult to complete. In addition, the 
applications must be approved by DED and MDFB. 


One difficulty with the program has been measuring the effect of displaced sales 
taxes. Displaced sales taxes are sales taxes that are theoretically moved from one 
Missouri location to another as a result of the project. 


Results: Only one project, Kansas City Live, has been approved. The funding 
was for $119 million over 25 years. 


Recommendation: Improve. Enact legislation to: (a) Eliminate the requirement 
of MDFB approval, (b) Clarify the test for determining displacement, (c) Of the 
current $140 million annual cap (which is applicable to both MODESA and 
MORESA), transfer $25 million to the MDFB Bond Guarantee (as a one-time 
cumulative cap increase for that program), $8 million to Quality Jobs, and $18 
million to State TIF, and (d) delete $31 million of the cap. This would result in a 
new annual cap for MODESA/MORESA of $58 million. 


10. Downtown Preservation Program: 


Purpose: Facilitate the redevelopment of downtown areas, thereby reducing 
blight and promoting new economic activity. 


42 


Analysis/Comments: The program is very similar to MODESA, except that the 
state incentives for this program involve only sales tax. Compared to MODESA, 
the application process is simpler. 





Results: The program was enacted in the 2005 legislative session, and no projects 
have been approved since. 


Recommendation: Maintain. 


11. State Tax Increment Financing: 


Purpose: Facilitate the redevelopment in eligible blighted areas, thereby reducing 
blight and providing new economic activity. 


Analysis/Comments: The program provides discretionary approval of up to 50% 
of incremental state sales tax or state withholding tax. Currently, there are four 
projects that have applied, and if all are funded, the annual cap may be met. One 
difficulty with the program has been measuring the effect of displaced sales taxes. 


Results: Since the inception of the program, there have been 11 projects approved 
for a total of $323 million over a period up to 23 years. This leveraged an 
estimate of $2 billion in other funding. 


Recommendation: Improve. Enact legislation to: (a) Clarify the test for 
determining displacement, (b) Limit reimbursable costs to blight remediation and 
public infrastructure costs, (c) Prohibit direct subsidy of private improvements 
other than demolition, site preparation, parking and other public infrastructure, 
and (d) Transfer $18 million in annual cap from MODESA to this program. 





12. Local Tax Increment Financing: 


Purpose: Facilitate the redevelopment in eligible areas (blighted, conservation), 
thereby reducing blight and providing new economic activity. 


Analysis/Comments: The program allows a city or county to create a TIF 
Commission, which can provide a recommendation on whether to enact a TIF for 
a specific project or an area. Part of the basis of TIF is whether the area would 
reasonably be expected to be developed but-for the use of TIF. 





Results: According to the 2004 annual report prepared by DED, there were 210 
projects that are currently active by 53 different cities or counties that involved 
$2.045 billion in TIF funding. The amount of other funding that the TIF funds 
leveraged was not included in the report, but a conservative estimate would be $4 
billion. 
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Recommendations: Consider the recommendations of the Senate Interim 
Committee on Tax Increment Financing and the House Committee on Local 
Government. 








Worker Training Programs 


New Jobs Training Bonds 





Retained Jobs Training Bonds 
DESE Customized Training 
DWD Customized Training 














SIP 





1. New Jobs Training Bonds: 
Purpose: Facilitate the training of new employees of a company. 


Analysis/Comments: This program involves the issuance of bonds and/or 
certificates by a community college with the debt service paid by the diversion of 
a portion of the state withholding taxes of the new employees. Typically, the 
benefiting company purchases the bonds, which is an unnecessary and undesired 
situation. In addition, the community college is provided an administrative fee of 
15% of the bond issuance. 


Results: In FY05, there was $6.8 million in diverted withholding taxes to retire 
NJTB bonds. In FY04, there were three new projects approved for $4.7 million 
involving 738 new jobs. 





Recommendation: Improve. By either legislation or administrative action, control 
indirect costs and provide a mechanism for funding that provides an option to the 
bonding/certificate process. 





2. Retained Jobs Training Bonds: 
Purpose: Facilitate the training of retained employees of a company. 
Analysis/Comments: The program is similar to the New Jobs Training program, 
except it is applicable to retained jobs. DED must approve whether the project is 
actually a retention situation. 
Results: Program was authorized in the 2004 legislative session, providing for a 


maximum amount of outstanding bonds of $15 million, and in the 2005 legislative 
session, the program received an annual appropriation of $5 million. (The 
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payments are derived from a diversion of the state withholding tax of the retained 
employees.) 


Recommendation: Improve. By either legislation or administrative action: (a) 
Control indirect costs and provide a mechanism for funding that provides an 
option to the bonding/certificate process; and (b) increase the current $15 million 
bond cap by an additional $30 million, and increase appropriations to a sufficient 
amount to provide an adequate amount for debt service. (The bond cap represents 
the maximum amount of bonds that may be outstanding, with the annual 
payments depending on the rate and term of the bonds.) 


3. Missouri Department of Elementary and Secondary Education (DESE) 
Customized Training Grant: 


Purpose: Facilitate training as an integral part of vocational and technical 
education, which provides a partnership between the state and local education 
agencies, industry, and the post-formal education student (employees). 


Analysis/Comments: The funding for this program is primarily from general 
revenue appropriations, which fluctuates each year. This program is very similar 
to the Division of Workforce Development Customized Training Program, but 
there are different eligibility criteria and areas of interest. 





Results: In FY05, there was $2.8 million in funding. 


Recommendation: Combine all Customized Training program funding under 
DED to emphasize job creation and retention. 


4. Division of Workforce Development (DWD) Customized Training Grant: 


Purpose: Facilitate training of new or existing employees of a company, resulting 
in higher wages and job security for the workers, as well as assisting companies 
with job creation and retention efforts. 


Analysis/Comments: The funding for this program is general revenue 
appropriations, which fluctuates each year. 


Results: In FY05 the program provided funding of $8.5 million. The program 
was appropriated $7.6 million for FY06. The FY05 funding resulted in assisting 
185 companies and consortiums, training of 29,850 new and current workers at an 
average wage of $19.75/hour. 


Recommendation: Combine all Customized Training program funding under 
DED to emphasize job creation and retention. 
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D. Programs Deleted in Previous Legislation 

















Program Program Type 
Research Tax Credit Small Business/Venture Capital 
Dry Fire Hydrant Tax Credit Public Infrastructure 
Individual Training Tax Credit Training 
Mature Worker Child Care Tax Credit Training 





Transportation Development Tax Credit 


Public Infrastructure 





Business Facility Tax Credit 


Competition Incentives 








SS ae SiS 


Enterprise Zone Tax Credit 





Competition Incentives 
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|Small Business Development 





Administering 
Agency 


Eligible Areas 


Program Type 


Funding Source 


Annual Cap - All 
Projects 


FY-04 Funding 


Appendix A: Detailed Program Information 


FY-05 Funding 


2,910,039 





‘Max. Yrs - 


Prog. 
Benefit 


Max. Amount 
Per Project 


Max. Program % of] 


Project 


Max. 
Program 
Amt/Job 


‘Type of Approval 


"But 
For" Test 


Approval 
Required 
Prior to 
Activity 


Purpose 


Eligible Use of 
Funds 


Eligible Types of 
Companies or Other 


Other Eligibility 


Features of 
‘Tax Credits 
























































Rebuilding Communities Credit DED Distressed State Tax Credit StateGR | S$ 8,000,000 | 1,415,889 | $ 1,694,006 | $ 2,000,000 14 $75,000 to $300,000 | 259-07 of MAE or ne Tax N/A Formula Ist Come No Yes Incentive - locate in DA M&E Mig, Prof Serv, R&D, others [100 Ext. FTE. 75% te] CF/B, Sellable 
[Loan Gty Fee DED all State Tax Credit State GR No Cap None $ 11,224 None 1 NA 100% of Giy Fee NA Formula -No Cap No No Offset fees Giy Fees ‘SBA, USDA Fees Expiring 
[CDBG Action Fund Loan DED. Non-Entitlement [ Loan to Business [Federal CDBG _[57 mil shared with Gty and Inf None $ 456,600 None 1 $ 750,000 | 40% of Project Cost $25,000 Discretionary w/Cap Yes Yes Gap Financi FA, WC ‘Traded Companies 51% LMI N/A 
[CDBG Loan Guarantee DED ‘Non-Entitlement | Bank Loan Guarantee | Federal CDBG _[$7 mit shared with AF and In None None None 1 s 400,000 90% of Loan $25,000 Discretionary w/Cap Yes Yes Gap Financi FA, WC “Traded Companies 51% LMI NIA 
[Urban Enterprise Loan DED. Parts of STL, KC [ Loan to Business State GR “Appropriations $ 291,000 None None 1 None None Discretionary w/Cap Yes Yes Gap Financi FA, WC Not limited NIA 
Business Incubator Credit DED lll State Tax Credit StateGR |S 500,000 [ $ 167,360 | $ 246,807 | $ 135,967 1 None 50% of Contribution N/A Discretionary w/Cap No Yes Facilitate Incubator | Non-Profit Incubator Tneubator CE, Sellable 
| Wine/Grape Growers DED ll State Tax Credit State GR No Cap $ 263,970 179,323 None 1 None 25% of MRE NA ‘ormula -No Cap) No No Incentive M&E, Wine/Grape Prdcr Expiring 
Fitm Production Credit DED ll ‘State Tax Credit stateGR [|S 1,500,000 [$s 423.857 | § 322,079 | $ 439,232 1 3 1,000,000 [ 50% of Production Costs N/A Discretionary w/Cap Yes Yes Incentive N/A Film Production CES 
[Charcoal Producers Credit DNR, DED lll State Tax Credit State GR No Cap (Sunsets) None None Sunsets T None 25% of Pol. Control NA ‘ormula -No Cap. No Yes Inenty- Poll. Control NA Charcoal Pollution Control CES 
[Mutual Fund Apportionment DED lll Income Apportion. State GR No Cap Undetermined Undetermined None 1 None NIA NIA Discretionary/No Cap No No Grow Mutual Fund Co N/A Mutual Fund Co. N/A 
MO Rural Fe. Stimulus Act MASBDA/DED All WH Tax Redirect State GR Incl. in MODESA None None None 1 Based on WH N/A N/A Discretionary w/Cap Yes Yes Incent Project FA, WC Value added Ag projects NA 
Capital Access DED All Bank Loan Guarantee State GR “Appropriations None None None Not Established] Not Established Not Established [Not Established] Not Established No Yes Gap Financing FA, WC Not Established N/A 

































































Redevelopment 





94,403,708 


101,569,625 


420,464,510 


Venture/Seed Capital $ 17,161,891 $ 16,150,115 $ 75,788,319 
(Certified Capital Companies DED All, Distressed Venture Capital State GR Cap Exhausted | $ 13,564,932 | $ 13,371,610 | $ 71,089,950 10 Formula 100% N/A Formula Ist Come No Yes Venture Capital FA, WC ‘Traded Companies Venture Capital | CF, Sellable 
[Capital SBIC DED All, Distressed Venture, Seed Capital [State GR Cap Exhausted [ $ 49.478 |S 109,050 | $ 900,000) 1 $400,000-$600,000 50-60% N/A Formula Ist Come No Yes Incent investors FA, WC “Traded Companies * Sellable 
[Seed Capital DED All Venture, Seed Capital | State GR Cap Exhausted [ $ 288,174 | $ 164,894 | $ 1,670,000 1 40-50% N/A Formula Ist Come No Yes Incent investors FA, WC “Traded Companies Seed Capital °F, Sellable 
New Ent. Creation (Prolog Ventures) | Prolog, DED All Seed Capital State GR ‘Cap Exhausted |S 3,259.307 [$ 2,504,561 | $ 2,128,369 10 N/A 100% N/A Discretionary w/Cap No Yes Seed Capital FA, WC “Traded Companies Seed Capital * Sellable 

| Competition Projects $ 5,290,730 $ 8,791,016 $ 248,983,130 

[BUILD Bonds DED/MDFB All State Tax Credit StateGR [S$ 15,000,000 | $ 9,667,000 | $ 3,770,557 | $ 99,594,793 Formula Formula N/A Discretionary w/Cap Yes Yes Competition Incentive Fixed Assets ‘Traded Companies os00 ew jobs 15 mi Refund 
IMO Quality Jobs DED. All [State WH & Tax Credit] State GR__ [$12 mil (tax credits only) None None $ 125,000,000 Credits: $750,000/yr None 7% of payroll [Formula Ist Come No Yes ‘Competition Incentive NIA ‘Traded Companies >Co Avg Wage | Refund, Sellable 
Development Tax Credit DED. Blighted, Other [State Tax Credit sateGR |S 4,000,000 | $ 562,622 | $ 2,488,652 | $ 4,388,337 i s 500.000 [ 50% of Contribution $10,000 Discretionary w/Cap Yes Yes (Competition Incentive Fixed Assets “Traded Companies Blighted area_[ CF, Sellable 
[Enhanced Enterprise Zone Credits DED EEZ areas State Tax Credit State GR $4-7 million None None $ 20,000,000 10 $ 500,000 N/A Formula/Dise. | Form/Disc w/Cap | _No/Yes Yes ‘Competition Incentive N/A “Traded Companies Dise: Competition | Refund, Sellable 
CDBG Infrastructure Grant DED Grant to Public Entity [Federal CDBG _ [57 mi shared with AF and Gof $ 3311,108 | $ 1,281,807 None 1 SUS mil 40% of PCL Sliding Scale | Discretionary w/Cap Yes Yes Facilitate Bus. Project | Public Infrastructure “Traded Companies 51% LMI NA 
CDBG Interim Financing Loan DED Non-Entitlement [Loan to Business [Federal CDBG _ [$12 mi. Shared with Spec. Bld $ 1,750,000 | 1,250,000 None i $ 5,000,000 30% $25.00 [ Discretionary wiCap Yes Yes ‘Competition Incentive M&E ‘Traded Companies 51% LMI N/A 
[Sales Tax Exemp., Mfg Equip. (Statutory] Statutory All Sales Tax Exemption | State GR, Local No Cap Unknown Unknown None i None 100% of sales tax N/A Statutory No No Competition Incentive NIA ‘Manufacturing Mfg. Maa NIA 
{Inventory Property ‘Tax Exemption Statutory All Property Tax Exempt. | Local Prop. Tx No Cap Unknown Unknown Unknown Unlimited None 100% of Prop. Tx NIA Statutory No No Competition Incentive NIA All NIA 
[Chapter 100 Bondy/Tax abatement City/County All Prop. Tax Abatement | Local Prop. Tx No Cap Unknown Unknown Bond Term Bond Term None Discretionary N/A Discretionary/No Cap No Yes ‘Competition Incentive Fixed Assets Not retail and some others N/A 

































































Public Infrastructure 





8,414,148 


13,900,767 


[CDBG Downtown Revitalization DED Grant to Public Entity | Federal CDBG $ 1,000,000 | 1,381,000 | $ 1,700,000 None 1 $ 400,000 50% N/A ‘Competitive No Yes Revitalize Downtown Infrastructure Downtown Revitalization Redev. Plan N/A 
[Urban Redevelopment Corp.(353) City Blighted Real Property Abtmt | Local Prop. Tx No Cap Unknown Unknown Unknown 25 NA N/A NA Discretionary/No Cap [Yes NA Redevelopment N/A lll Redev. Plan N/A 
[CDBG Neighborhood Development DED Non-Entitlement [ Grant to Public Entity [Federal CDBG_[ $ 3,000,000 | $ 3,231,345 | $ 3,231,760 None 1 $ 500,000 NIA N/A ‘Competition No Yes Neigh. Revitalization [Housing Rehab/Infras.[ Neigh. Redevelopment 100% LMI N/A 
[Neighborhood Preservation Credit DED stressed, Other+Cq State Tax Credit stateGR [S$ 16,000,000 | $ 4,001,293 | $ 8,461,503 | $ 2,687,871 1 $15,000-870,000_[New-15%; Rehab-35%] N/A. Formula-Ist Come No Yes New or Rehab housi New/Rehab Housing ‘Owner Oce. rehab. Lottery for award | CF, CB, Sellable 
MO Brownfield Remediation DED [Contaminated Prop] State Tax Credit State GR No Cap $ 16,101,975 | $ 10,627,807 | $ 15,929,442 1 State Impact 100% N/A Discretionary/No Cap [Yes Yes Redev. Contam. Prop. Remediation Has Hazardous Substance | Developer ROL [ CF, Sellable 
MO Brownfield Jobs/Inv. Credit DED [Contaminated Prop] State Tax Credit State GR No Cap $ 2,134,891 | $ 1,726,687 | $ 5,250,000 10 State Impact State Impact Formula | Discretionary/No Cap [Yes Yes Redey. Contam. Prop. | Offset MO Income [Has Hazardous Substan Developer ROL Expiring 
MO Brownfield Demolition DED [Contaminated Prop] State Tax Credit State GR No Cap None None None 1 State Impact 100% N/A Discretionary/No Cap [Yes Yes | Demolish Contam. Prop. Demolition Has Hazardous Substance | Developer ROL CF 
Historic Preservation Credit DED All State Tax Credit State GR No Cap $ 66,089,980 | $ 74,532,355 [$ 74,287,838 1 N/A 25% of Rehab. NA Formula -No Cap No Yes Historic Preservation Historic Rehab FP, Res: Historic Properties [Com or Residential] CF/B, Sellable 
MODESA (Dwntn Ee. Stim Act) DED Downtowns Tax Redirect StateGR [S$ 140,000,000 New None $ 119,000,000 25 State Impact Depends N/A Discretionary w/Cap Yes Yes Revitalize Downtown Infrastructure Broad Developer ROL N/A 
Downtown Revitalization DED Downtowns Tax Redirect State GR Incl. in MODESA New New None 25 State Impact Depends N/A Discretionary w/Cap Yes Yes Revitalize Downtown Infrastructure Broad 2 NA 
[State THF DED Blighted Tax Redirect StateGR [S$ 32,000,000 | $ 1,463,224 | $ 1,289.513 [ $ 203,309,359 23 State Impact N/A N/A Discretionary w/Cap Yes Yes Redevelopment Infra., Rehab, Site All Developer ROL N/A 

Local TIF County | Blighted, Cons. Tax Redirect Local Taxes No Cap Unknown Unknown Unknown 23 N/A ‘CHECK N/A Discretionary/No Cap [Yes Yes Redevelopment Infra, Rehab, Site ll Redev. Plan N/A 

































































Worker Training 








16,129,115 


18,147,304 


51,036,436 


MDFB Contribution Credit MDEB alll State Tax Credit StateGR [S$ 10,000,000 | $ 10,020,578 | $ 25,953,799 [ $ 17,600,000 | discretionary None 50% of Contribution N/A Discretionary w/Cap Yes Yes Infrastructure Public Infra & Bldgs Public facilities °F, Sellable 
MDFB Bond Guarantee MDEB alll State Tax Credit State GR $50 mil. Cumulative None $ 594,034 | $ 1,277,096 | discretionary None 100% of Bond Issue NA Discretionary w/Cap Yes Yes Tnfrastructure Public Infra & Bldgs Public facilities CF, Sellable 
CDBG Community Facility DED Grant to Public Entity [Federal CDBG S$ 1,900,000 [ $ 1,859,731 | $ 2,426,826 None 1 300,000/5000 per HH N/A NA ‘Competition No Yes Local Facilities Construction/Prof Public facilities 51% LMI N/A 
CDBG Other Public Needs DED Grant to Public Entity [Federal CDBG | $ 1,400,000 [ 1,548,646 [ $ 753,028 None 1 $ 250,000 N/A N/A ‘Competition No Yes Public projects ‘Construction/Prof Public projects 51% LMI N/A 
CDBG Emergency DED Grant to Public Entity [Federal CDBG $ 500,000 | $ 670,089 | $ 263,200 None 1 $ 500,000 NA N/A Discretionary/No Cap No Yes Public emergencies ‘Construction/Prof Public projects 51% LMI NA 
[CDBG Water and Wastewater DED Grant to Public Entity [Federal CDBG | $ 7,000,000 | $ 1,900,000 | $ 8,152,881 None T $500,000; 85.000 per HH nla n/a ‘Competition Yes Yes Local Infrastructure ‘Construction/Prof Public water or waste 51% LMI N/A 
[CDBG Eng Plans and Specs DED Grant to Public Entity [Federal CDBG $ 200,000 None None None T BOTEASCE, <350,000 None wha ‘Competition No Yes Local Infrastructure Construction/Prof [Projects on IUP or USDA 51% LMI N/A 
Neighborhood Improvement Districts County All Bond, Spec. Assmts. | Local Assmt [Bond<10% of Ass Value Unknown Unknown Unknown 15 None 100% NA Discretionary/No Cap No Yes Infrastructure Public Infrastructure Public Infrastructure NA 
[Community Improvement Districts County alll Bond, Spec, Assmts. | Local Assmt, PropTs No Cap Unknown Unknown Unknown 15 None 100% NA Discretionary/No Cap No Yes Infrastructure Infra, Maint, Promo [ Infra, Maint, Promotion, Security N/A 
[CDBG Speculative Building Loan DED intitlement [Loan to Non-Profit [ Federal CDBG _ [512 mil. Shared with Spee. Ba None None None 1 § 1,000,000 100% $25,000 Discretionary No Yes Incent Spee. Bldgs Construction/Prof Non-Profit 51% LMI N/A 
[CDBG Bridge, Street, Drainage DED. Non-Entitlement | Grant to Public Entity | Federal CDBG $ 2,200,000 | $ 2,435,722 | $ 2,304,832 None i 400,000 oF $5.000/hous None N/A ‘Competition No Yes Tafrastructure Bridge, Steet, Dainage | Bridge, Streets, Drainage 31% LMI N/A 
[Transportation Development Districts County ll Bond, Spec, Assmts. | New Sales Tax No Cap Unknown Unknown Unknown 15 ‘None 100% N/A Discretionary/No Cap No Yes Infrastructure Public Infrastructure Public Infrastructure N/A 



























































[New Jobs Training Program Com. Coll DWD All Tax Redirect State GR $55 mil outstd bond | S 8,061,584 | $ 6,847,304 | $ 27,036,436 8:10 |1.5%-2.5% of payroll N/A Formula Formula-Ist Come No Yes ‘Training Incentive Classroom/OsT. ‘Traded Companies Com. Col. Apprvl. N/A 
Retained Jobs Training Progam Com. Coll. DWD All Tax Redirect State GR ‘$15 mil outstd bond New New $ 24,000,000 8:10 |1.5%-2.5% of payroll NA Formula Formula-Ist Come No Yes ‘Training Incentive Classroom/OsT. “Traded Companies ‘Com. Col. Apprvl N/A 
DESE Customized Training DESE All Reimbursable grant State GR ‘Appropriations 3 2,800,000 | $ 2,800,000 None 1 None N/A Discretionary w/Cap No No ‘Training Incentive Classroom/OsT. ‘Traded Companies N/A 
[DWD Customized Training DED-WD_ All Reimbursable grant State GR ‘Appropriations $ 5.267.531 | $ 8,500,000 ‘None 2 None N/A $700-81,200 [Discretionary w/Cap No No ‘Training Incentive Classroom/OsT. ‘Traded Companies New Cap. Inv N/A 
Affordable Housing $ 45,768,674 $ 73,224,461 268,125, 

[Affordable Housing Credit MHDC All State Tax Credit StateGR [S$ 11,000,000 | $ 7,554,503 | $ 7,102,860 | $ 2,179,126 10 $ 500,000 | 55% of Contribution NA Formula-Ist Come No Yes Affordable housing Construction/Prof [Non-Profit Housing Project] 50% of med. Inc.| _CF, Sellable 
Low-Income Housing Credit MHDC All State Tax Credit State GR SIO mil OH: Bond ae) | $ 36,916.831 | S 65,393,601 | $ 265,946,170 10 1600,000/yr for 10 yr] 9% match fed credit N/A [Competition (9%), Dise. 4%] Yes Yes Affordable housing Construction/Prof_[ Housing for Low income [Income Limits Sellable 
[CDBG Open Cycle Housing DED Non-Entitlement [ Grant to Public Entity [Federal CDBG] $ 1,000,000 [ $ 698,840 | § 128,000 None i $ 200,000 None N/A Formula-Ist Come No Yes Affordable housing __ | New or Rehab: Downpmt. Housing Rehab, 100% LMI N/A 
CDBG Low-Income Housing Match DED Non-Entitlement [ Grant to Public Entity $ 1,000,000 [ $ 598,500 None None 1 $ 200,000 [Limited to ROL N/A ‘Competition Yes Yes Make LIHC Feasible | Intrastructure: Site Acq. [ Match for Low Inc. Housing | 51% LMI N/A 
Community Development $ 15,880,443 15,263,001 

Neighborhood Assistance Program DED All State Tax Credit StateGR [S$ 18,000,000 | $ 10,217,628 9,286,880 | $ 1,110,452 1 s 250,000 | 50%. 70% of Contribution N/A ‘Competition No Yes _ | eb. cine Pev. Educ. Tg Revit. | Capital and Operating Non-Profit cE 
Family Development Acct DED All State Tax Credit StateGR |S 4,000,000 | $ 27.488 12,875 None 1 $ 600,000 [50% or 100% N/A Formula-Ist Come No Yes Training, Home Equity. Bus, [Training Home Equity. Bos | Non-Profit matched savings Expiring 
Community Dev. Corp Grant DED All ‘GR Appropriations State GR “Appropriations $ 730,433 730,433 None 1 $ 75,000 N/A NA ‘Competition No Yes Neigh Revitalization fon-Profit Housing, SB, Rev Non-Profit cbc N/A 
‘Community Bank Credit DED. All State Tax Credit State GR CAP EXHAUSTED _ [| $ 1,632,669 2,021,628 | § 559,200 1 $ 400,000 50% N/A Formula-Ist Come No Yes Neigh, Revitalization SB, Revit, Housuing ‘Community Banks CE, Sellable 
Youth Opportunities Program DED All State Tax Cr stateGR | s 6,000,000 | $ 3.211.185 | $ 1,620,665 § 250,000 | 50% cash, 30% other Formula-Ist Come No Positive Youth Dev. | Capital and Operating | _ Youth Violence Prevention cE 


























































































































Research Credit DED All State Tax Credit State GR Program Deleted | $ $ 1,626,864 | $ 352,420 1 None 65% of RED above avg N/A Formula-Ist Come No Yes Promote R&D R&D costs in MO_| Companies engaged in R&D Sellable 
Dry Fire Hydrant Credit DED All State Tax Credit State GR Program Deleted | $ 13,169 | s 17.228 | $ 30,978 1 None 50% of contribution N/A Formula - No Cap No Yes Infrastructure Dry Fire Hydrants Public/Non-Profit 

Individual Training Credit DED-WD_ Distressed State Tax Credit State GR Program Deleted None None None 1 None 50% of training N/A Formula-Ist Come No Yes Promote Training ‘Training ‘Any Company CE, CB, Sellable 
Mature Worker Child Care Credit DED All State Tax Credit State GR Program Deleted None None None 1 None 25% of salary N/A Formula - No Cap No Yes | Promote Elderly for Child Care [ Child Care Exp. 

‘Transportation Dey. Credit DED Distressed State Tax Credit State GR Program Deleted | $ 3,678,532 | $ 3,545,219 | $ 2,240,799 1 None 50% of contribution N/A Formula-Ist Come No Yes Incent contributions —_[ Trans. Infrastructure Public Entities CE, CB, Sellable 
Business Facility Credit DED All State Tax Credit State GR Program Deleted | $ 7.826.417 | $ 4,546,330 | $ 18,185,320 10 Formula Formula Formula Formula - No Cap No Yes Incent new jobs/Inv N/A ‘Traded Companies Expiring 
Enterprise Zone Credit DED All State Tax Credit State GR Program Deleted | $ 19,766,366 | $ 25,204,754 | $ 101,179,016 10 Formula Formula Formula Formula - No Cap No Yes Incent new jobs/Inv NIA ‘Traded Companies Expiring 

















